
COMMONWEALTH OF KENTUCKY 

In t h  H a t t  

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

* * * * 
r of: 

THE NOTICE OF PURCHASED CAS ADJUSTMENT 
F I L I N G  OF EAST KENTUCKY U T I L I T I E S ,  I N C .  ) C N  8114-5 

THE A P P L I C A T I O N  OF EAST KENTUCKY 
UTILITIES, INC., FOR A TEMPORARY ) C N  9109 
SURCHARGE 

SHOW CAUSE OF EAST KENTUCKY U T I L I T I E S ,  
INC., A S  TO WHY THE U T I L I T Y  SHOULD NOT ) CN 9159 
REFUND ILLEGAL RATES BEING CHARGED 1 

A P P L I C A T I O N  OF EAST KENTUCKY U T I L I T I E S ,  ) 
INC., FOR: 1 
1. ORDER AUTHORIZING A RATE INCREASE 1 

I T S  PROPOSED RATES ON EMERGENCY BASIS ) 
PURSUANT TO KRS 278.190 1 

3. INTERIM ORDER GRANTING PERMISSION TO ) 
BORROW $134,009.92 A S  AN EMERGENCY ) CN 9236 
TO PAY KENTUCKY WEST V I R G I N I A  GAS 1 
COMPANY WHOLESALE GAS PURCHASES AND 1 
F I X  A SURCHARGE TO PAY SAME 1 

4 .  ORDER APPROVING PGA F I L I N G S  AS F I L E D  ) 
JULY 17, 1984, UNDER CASE NO. 8114 

5. ORDER APPROVING BOND ORDINANCE AS 1 
APPROVED A N D  ADOPTED BY COUNTY OF 1 
FLOYD 

2.  INTERIM ORDER TO IMMEDLATELY IMPLEMENT 

THE NOTICE OF PURCHASED GAS ADJUSTMENT 1 
F I L I N G  OF EAST KENTUCKY U T I L I T I E S ,  I N C .  ) CN 8114-K ) 

O R D E R  

On December 78 19868 East  Kontucky Ut i l i t ies ,  I n c . ,  ("EKU") 

filed an application with t h e  Commission seeking to i n c r e a s e  its 

rates and c h a r g e s  for gas aervice rendered to its cus tomers  by 

$161,905 annually, a 63 percent increase over test-period actua l  

revenues. EKU also requested, i n  its application, p e r m i s s i o n  to 



i m m e d i a t e l y  implement  i ts  p r o p o s e d  rates o n  a n  e m e r g e n c y  baais, 

p e r m i s s i o n  to  borrow $ 1 3 4 , 0 1 0  as a n  e m e r g e n c y  to pay p a s t - d u e  

p u r c h a s e d  gas costs a n d  t o  f i x  a s u r c h a r g e  t o  p a y  t h e  s a m e ,  for a n  

Order a p p r o v i n g  c e r t a i n  PGA f i l i n g s ,  and for a n  Order approving a 

bond o r d i n a n c e .  
I 

On J a n u a r y  10, 1 9 8 5 ,  a h e a r i n g  was c o n d u c t e d  on t h e  i s s u e  

of i n t e r i m  ra te  relief i n  which t h e  Consumer P r o t e c t i o n  D i v i s i o n  

of t h e  A t t o r n e y  G e n e r a l  ' s O f f  Ice ( "AG" 1 ,  Consumers  of Kentucky-  

W e s t  V i r g i n i a  G a s  Company ("Kentucky-West" )  a n d  E a s t  K e n t u c k y  made 

a p p e a r a n c e s .  Having n o  o b j e c t i o n  from t h e  p a r t i e s  of record, 

Cases No. 8114-5, 9109 and 9159 w e r e  c o n s o l i d a t e d  i n t o  t h i s  case, 

Case No. 9236. Upon m o t i o n  of EKU, t h e  r e q u e s t  for a n  I n t e r i m  

S u r c h a r g e  t o  pay f o r  d e l i n q u e n t  p u r c h a s e d  gas costs was w i t h d r a w n  

w i t h o u t  o b j e c t i o n .  On F e b r u a r y  4 ,  1 9 8 5 ,  t h e  Commission i s s u e d  a n  

I n t e r i m  Order g r a n t i n g  EKU a n  e m e r g e n c y  r a t e  i n c r e a s e  of 88 c e n t s  

per Mcf, or a n  i n c r e a s e  of a p p r o x i m a t e l y  $120,296 a n n u a l l y  over 

n o r m a l i z e d  gas s e r v i c e  r e v e n u e s  of $733,865. The i n t e r i m  i n c r e a s e  

e f f e c t e d  i n  t h e  form of a p u r c h a s e d  gas a d j u s t m e n t  was g r a n t e d ,  

s u b j e c t  to  t h e  f i n a l  d e t e r m i n a t i o n  i n  t h i s  case. 

On J u n e  2 0 ,  1 9 8 5 ,  a f i n a l  h e a r i n g  w a s  c o n d u c t e d  t o  c o n s i d e r  

t h e  proposed g e n e r a l  r a t e  i n c r e a s e ,  a s u r c h a r g e  to  pay pas t  gas 

p u r c h a s e  c05t8, and a p p r o v a l  of a bond o r d i n a n c e .  The AG a n d  

F l o y d  C o u n t y ,  Kentucky,  p a r t i c i p a t e d  i n  t h e  hearing. 

T h i s  O r d e r  addreesea t h e  C o m m i s s i o n ' s  f i n d i n g s  a n d  

d e t e r m i n a t i o n s  w i t h  regard to its i n v e s t i g a t i o n  of EKU's r e v e n u e  

r e q u i r e m e n t s ,  r e q u e s t  for a s u r c h a r g e  a n d  a p p r o v a l  of a bond 

o r d i n a n c e .  The Order  e s t a b l i s h e s  ra tes  a n d  charges w h i c h  w i l l  
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I .  

p r o d u c e  a p p r o x i m a t e l y  $109,270 i n  a d d i t i o n a l  a n n u a l  r e v e n u e s  above 

those reported for t h e  tes t  period, or a n  a n n u a l  i n c r e a s e  of 

a p p r o x i m a t e l y  13.9 percent. 

COMMENTARY 

EKU is a non-prof  it c o r p o r a t i o n  s e r v i n g  a p p r o x i m a t e l y  1 , 3 0 0  

c u s t o m e r s  i n  t h e  t o w n s  of Gar re t t ,  A l l e n ,  Wayland,  L a c k e y ,  

H u e y s v i l l e ,  Wa le  and E s t i l l .  

TEST PERIOD 

ERU proposed and t h e  Commission h a s  adopted t h e  12-month 

period e n d i n g  September 308 1984,  as t h e  test period for d e t e r m i n -  

i n g  t h e  r e a s o n a b l e n e s s  of the proposed ra tes .  I n  u t i l i z i n g  t h e  

h i s t o r i c a l  test period, t h e  Commission has g i v e n  f u l l  c o n s i d e r a -  

t i o n  to  known a n d  m e a s u r a b l e  c h a n g e s  f o u n d  r e a s o n a b l e .  

REVENUES AND EXPENSES 

EKU proposed s e v e r a l  a d j u s t m e n t s  to  r e v e n u e s  a n d  e x p e n s e s  

i n  its a p p l i c a t i o n .  The Commission is of t h e  o p i n i o n  t h a t  t h e  

p r o p o s e d  a d j u s t m e n t s  a r e  g e n e r a l l y  proper and acceptable for 

r a t e - m a k i n g  p u r p o s e s  w i t h  the f o l l o w i n g  modifications: 

Audit Report Find i n q s  

A l i m i t e d  f i n a n c i a l  audit wse c o n d u c t e d  a t  EKU'e office 

located i n  P r e s t o n s b u r g ,  K e n t u c k y ,  o n  F e b r u a r y  25-28, 1985,  and 

March 6 a n d  7 8  1 9 8 5 .  I n c o r p o r a t e d  u n d e r  t h i s  head ing  are the 

U n c o n t e s t e d  f i n d i n g s '  of t h e  Commission's Audit  Report.* Baaed on 

these u n c o n t e s t e d  f i n d i n g s ,  the Commission has made the following 

Tab B, Response to Commission Request dated A p r i l  19, 1985. 

2 Commtseion's Order  da t ed  May 2 0 ,  1 9 8 5 ,  
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a d j u s t m e n t s  t o  t h e  appropriate  test-period r e v e n u e  and  e x p e n s e  

i t e m s :  The Commiss ion  h a s  r e d u c e d  test-period reported s e r v i c e  

s u p p l i e s  and  e x p e n s e s  of $ 6 , 8 0 7  b y  $889  a n n u a l l y ,  a n d  h a s  r e d u c e d  

t e s t - p e r i o d  r e p o r t e d  t r a n s p o r t a t i o n  expense of $13 ,327  b y  $466 

a n n u a l l y .  The Commiss ion  has i n c r e a s e d  EKU's r e p o r t e d  teet-period 

interest  income of $4 ,212  b y  $7,556 a n n u a l l y .  

Gas S e r v i c e  R e v e n u e s  

The  Commiss ion  h a s  d e t e r m i n e d  t h e  a d j u s t e d  amount of Gas 

S e r v i c e  Revenues  t o  be $854 ,161  a n n u a l l y  based o n  EKU's l a t e s t  

p u r c h a s e d  gas a d j u s t m e n t ,  C a s e  No. 9236-A, w h i c h  i n c l u d e s  t h e  

i n t e r i m  i n c r e a s e  g r a n t e d  ear l ier  i n  t h i s  p r o c e e d i n g .  

Purchased Gas 

EKU p u r c h a s e d  a p p r o x i m a t e l y  188 ,537  M c f  of n a t u r a l  gas f rom 

its s u p p l i e r s  d u r i n g  t h e  t e s t  y e a r  a t  a t o t a l  cost of $673 ,360 .  

EKU proposed a $ 1 4 0 , 5 8 3  a d j u s t m e n t  t o  p u r c h a s e d  gas cost b a s e d  

upon t h e  h i s t o r i c a l  t e s t - y e a r  mix  of gas v o l u m e s ,  complete 

recapture of its t e s t - p e r i o d  l i n e  loss of 22.3 percent,  and a n  

increase in price from Southeastern, one of its p r i m a r y  

s u p p l  iers. 3 

A p p l i c a t i o n ,  E x h i b i t  W, d a t e d  December 7 ,  1984.  
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In EKU's last rate caser  Case No. 8 1 1 4 , 4  i n  t h e  F i n a l  Orde r  

e n t e r e d  A u g u s t  10,  1981, t h e  Commission d e v i a t e d  f r o m  its g e n e r a l  

practice of a l l o w i n g  a maximum 5 p e r c e n t  l i n e  loss a n d  allowed EKU 

a 1 2  p e r c e n t  l i n e  loss f o r  r a t e - m a k i n g  p u r p o s e s .  However, EKU was 

i n s t r u c t e d  t o  ' . . . i m m e d i a t e l y  t a k e  a c t i o n  to i m p r o v e  i t s  l i n e  loss 

s i t u a t i o n . "  The Commission f u r t h e r  s t a t e d  t h a t  t h e  d e v i a t i o n  f r o m  

its n o r m a l  l i n e  loss pract ice  *...is b e i n g  d o n e  i n  t h i s  case a n d  

t h i s  case o n l y . . . "  a n d  " . . . should  n o t  be looked upon as an 

i n d i c a t i o n  t h a t  t h e  Commission w i l l  tolerate a c o n t i n u a t i o n  of t h e  

c o n d i t i o n s  n e c e s s i t a t i n g  this a c t i o n . "  

C o n t r a r y  t o  t h e  C o m m i s s i o n ' s  d i r e c t i v e ,  EKU h a s  n o t  t a k e n  

t h e  n e c e s s a r y  m e a s u r e s  t o  c o n t r o l  its l i n e  loss. A s  of t h e  da t e  

of t h e  tes t  year, n e a r l y  4 years h a v e  lapsed  s i n c e  t h e  F i n a l  Order  

i n  Case No. 8114, w h e r e  EKU's l i n e  loss  w a s  documented  a t  a h i g h  

17 p e r c e n t  rate.  T h e  tes t -per iod l i n e  loss of 22.3 p e r c e n t  

c o n t r a s t s  p o o r l y  a n d  is n e a r l y  f o u r  a n d  o n e - h a l f  t i m e s  the 5 

p e r c e n t  maximum ra te  n o r m a l l y  a l l o w e d  f o r  r a t e - m a k i n g  p u r p o s e s .  

T h e r e  is no documented  e v i d e n c e  i n  t h i s  record of a n y  n a t u r a l  or 

man-made d i s a s t e r  w h i c h  p r e c i p i t a t e d  t h i s  large line loss. 

F u r t h e r m o r e ,  t h e r e  is n o  e v i d e n c e  w h i c h  i n d i c a t e s  t h a t  EKU hae 

A p p l i c a t i o n  o f  E a s t  K e n t u c k y  U t i l i t i e s ,  I n c . ,  for (1) O r d e r  t o  
A u t h o r i z e  a Rate I n c r e a s e ;  ( 2 )  I n t e r i m  Order to Xmmediately 
Implement  i t s  Proposed Rates  on a n  Emergency B a s i s :  ( 3 )  Order  
A u t h o r i z i n g  t h e  Borrowing  of $ 2 , 1 1 4 , 8 3 4  t o  be Used t o  Pay i ts  
I n d e b t e d n e s s  a n d  to  C o n s t r u c t  a n d  Upgrade i ts  U t i l i t y  
F a c i l i t i e s ;  ( 4 )  Order  G r a n t i n g  a Ce r t i f i ca t e  of C o n v e n i e n c e  
a n d  N e c e s s i t y  to  R e c o n s t r u c t  a n d  R e n o v a t e  i ts Gas S y s t e m ;  ( 5 )  
I n t e r i m  Order G r a n t i n g  P e r m i s s i o n  to Borrow $50,000 as an 
Emergency to  Pay Wholesale G a s  P u r c h a s e s ;  ( 6 )  Order F i x i n g  a 
H e a r i n g  Date a s  R e q u i r e d  by KRS 278.300.  
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d e v e l o p e d  a s y s t e m a t i c  s c h e d u l e  to r e d u c e  its l i n e  loss' as m i g h t  

b e  c o n s i d e r e d  p r u d e n t  i n  v i e w  of t h e  a d m o n i t i o n 8  i n  Case No. 8114 .  

C o n s e q u e n t l y ,  t h e  C o m m i s s i o n  is c o m p e l l e d  t o  o n l y  allow a maximum 

5 percent  l i n e  l o s s  for r a t e - m a k i n g  p u r p o s e s .  

EKU's p r o p o s e d  a d j u s t m e n t  of $ 1 4 0 , 5 8 3  t o  t e s t - p e r i o d  gas  

p u r c h a s e  costs  w a s  a l s o  based, as n o t e d  ear l ie r ,  o n  t h e  test-  

period mix of s u p p l i e r s .  S u p p l i e s  f r o m  its less c o s t l y  s u p p l i e r ,  

S o u t h e a s t e r n ,  were u n a v a i l a b l e  d u r i n g  p a r t  of J u n e ,  J u l y ,  Augus t  

and  September, 1984,  w h i c h  n e c e s s i t a t e d  p u r c h a s i n g  m o r e  ga s  f r o m  

t h e  more c o s t l y  s u p p l i e r ,  Kentucky-West  , and t h u s  c h a n g i n g  EKU' s 

normal gas p u r c h a s e  mix .  The c u r t a i l m e n t  of s u p p l y  from 

S o u t h e a s t e r n  was due  to  a s u p p l i e r - s i d e  l i n e  b r e a k  wh ich  h a s  b e e n  

r e p a i r e d  and is of s u c h  a n a t u r e  as n o t  t o  be reasonably e x p e c t e d  

t o  r e c u r .  The Commission is of t h e  o p i n i o n  t h a t  a more repre- 

s e n t a t i v e  mix of s u p p l i e r s  is a v a i l a b l e  o n  record i n  t h e  p u r c h a s e d  

g a s  a d j u s t m e n t  i n  Case N o .  8114-5, w h e r e  t h e  mix of S o u t h e a s t e r n  

supply  and Kentucky-West  s u p p l y  w a s  e s t a b l i s h e d  a t  27.9 p e r c e n t  

and  72 .1  p e r c e n t ,  r e s p e c t i v e l y ,  for  t h e  y e a r  e n d e d  A p r i l  30, 1984 .  

u s i n g  a maximum 5 p e r c e n t  l i n e  loss,  a norma l  mix a s  

e s t a b l i s h e d  i n  C a s e  No. 8114-5,  and  t h e  c u r r e n t  prices of $3.50  

p e r  Mcf f rom S o u t h e a s t e r n  and  $3.6177 a d e c a t h e r m  from Kentucky-  

West, the Commission has d e t e r m i n e d  t h e  t e s t - p e r i o d  p u r c h a s e d  gas 

cost t o  be $628 ,301  b a s e d  o n  test-period gas v o l u m e s  sold. T h i s  

i m  a r e d u c t i o n  of $ 4 5 , 0 5 9  to  the a c t u a l  t o m b p e r i o d  purchamed gam 

costs 

I t e m  No, 12, Commiss ion  R e q u e s t  d a t e d  A p r i l  1 9 ,  1985.  
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Uncollectible Accounts  

EKU r e p o r t e d  t e s t - p e r i o d  U n c o l l e c t i b l e  A c c o u n t s  expense of 

$ 7 , 4 1 3  which w a s  ,939 p e r c e n t  of its reported r e v e n u e s  from gas 

sa les  of $789 ,345 .  T h e  t e s t - p e r i o d  p e r c e n t a g e  r e l a t i o n s h i p  of 

.939 percent c o n t r a s t s  w i t h  - 7 2 8  p e r c e n t  i n  1982, a n d  .463  p e r c e n t  

i n  1983 .  

It is a reasonab1.e  pract ice  to average u n c o l l e c t i b l e s  over 

a r e a s o n a b l e  t i m e  s p a n  i n  order to d e t e r m i n e  a r e a s o n a b l e  p ro  

forma c h a r g e  t o  u n c o l l e c t i b l e  a c c o u n t s  e x p e n s e .  More r e c e n t  

uncol lec t ib les  experience may be w e i g h t e d  more h e a v i l y  i f  I t  Is 

s u s p e c t e d  t h a t  c e r t a i n  f u n d a m e n t a l  t r e n d s  h a v e  c h a n g e d  and  are 

reflected i n  t h e  m o r e  c u r r e n t  s t a t i s t i c s .  The Commiss ion  h a s  no 

e v i d e n c e  i n  the record h e r e i n  which  suggests  t h a t  t h e  t e s t - p e r i o d  

u n c o l l e c t i b l e s  e x p e r i e n c e  is more r e p r e s e n t a t i v e  of w h a t  may occur 

t h a n  t h e  t y p i c a l  pract ice  of a v e r a g i n g .  T h e r e f o r e ,  t h e  Commiss ion  

h a s  d e t e r m i n e d  a pro forma amount  of u n c o l l e c t i b l e  a c c o u n t s  i n  t h e  

amount  of $ 6 , 0 6 5  based o n  EKU's 3 - y e a r  a v e r a g e  e x p e r i e n c e  of 

u n c o l l e c t i b l e s  a n d  t h e  a d j u s t e d  r e v e n u e s  d e t e r m i n e d  h e r e i n .  Thus  

the Commission h a s  r e d u c e d  tes t -per iod u n c o l l e c t i b l e s  by $ 1 , 3 4 8  

a n n u a l l y .  

O u t e i d e  Service? 

EKU reported $1,500 i n  e x p e n s e 8  for  test-period Outside 

Servicerr. EKU proposed a $4,200 i n c r e a s e  i n  Outeide S e r v i c e s  

c i t i n g  i n c r e a s e s  i n  costs d u e  to  t h e  r e t i r e m e n t  of an i n - h o u s e  

a t t o r n e y  a n d  a n  i n c r e a s e  i n  m o n t h l y  a c c o u n t i n g  fees. 6 

E x h i b i t s  N and 0 of A p p l i c a t i o n  dated December 7 ,  1 9 8 4 .  
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Since no detail existed for the $ 5 , 7 0 0  proposed level of 

Outside Services, the Commission requested a breakdown of the 

$5,700 to include a description of the service, frequency of 

service, cost per unit of service, the payee, and documentation of 

annual services Costing $500 or more. In reply, EKU stated that 

$2,100 was necessary for accounting services and $3,600 was 

necessary for legal services.’ No further details w e r e  provided. 

As the accounting services are provided to EKU by a 

family-owned business and transactions between each would neces- 

sarily be less than arms-length, the Commission sought additional 

information on the cost competitiveness of the current accounting 

services. The Commission requested documentation of t e t m g l ,  

services and prices rejected in favor of EKU’s current arrange- 

ment. EKU replied that, due to federal guidelines and 8 t a t e  

statutes exempting professional services from competitive bidding 

processes, documentation of rejected bids was unavailable. 8 

The in-house s t a f f  attorney was also a related party and 

the Commission sought to verify the cost of legal services 

provided by the related party. When asked to provide the annual 

costs, including benefits, and the account classification to which 

’ Response to Item No. 20, Commission Request dated April 19, 

Response to Item No. 4, Commission Request dated April 19, 

1985. 

1985. 
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t h e s e  amounts were e x p e n s e d ,  EKU r e i t e r a t e d  the known i n f o r m a t i o n  

t h a t  t h e  i n - h o u s e  s t a f f  a t t o r n e y  had retired. 9 

I n  g e n e r a l ,  i t  is t h e  C o m m i s s i o n ' s  c h a r g e  t o  i n v e s t i g a t e  

t h e  p r u d e n c y  of a u t i l i t y ' s  e x p e n d i t u r e s  on a c a s e - b y - c a s e  b a s i s  

i n  d u e  c o n s i d e r a t i o n  of v a r y i n g  e n v i r o n m e n t s  i n  which a u t i l i t y  

may o p e r a t e .  I t  is n o t  the Commission's i n t e n t  i n  t e s t i n g  for 

p r u d e n c y  t o  m e a s u r e  t h e  u t i l i t y ' s  a c t i o n s  a g a i n s t  a m a x i m i z i n g  

model  t h a t  is beyond t h e  u t i l i t y ' s  t e c h n i c a l r  f i n a n c i a l  o r  

o p e r a t i o n a l  c a p a b i l i t i e s .  However,  it is a p p a r e n t  f rom t h e  r e c o r d  

i n  t h i s  case t h a t  these r e l a t e d - p a r t y  t r a n s a c t i o n s  were e n t e r e d  

i n t o  i n  a ra ther  c a v a l i e r  manner .  C o m p e t i t i v e  bids w e r e  not 

s o u g h t  p u r p o r t e d l y  b e c a u s e  of federal  g u i d e l i n e s  and  s t a t e  

s t a t u t e s  exempting profess iona l  s e r v i c e s  from c o m p e t i t i v e  b i d d i n g .  

The Commission knows of no c u r r e n t l y  e x i s t i n g  f ede ra l  or s t a t e  

p r o h i b i t i o n s  of p r o f e s s i o n a l  b i d d i n g  t h a t  would a f f e c t  t h i s  case. 

It  is a lso  r e l e v a n t  t h a t  t h e  u t i l i t y  know wha t  k i n d s  of and 

a p p r o x i m a t e  f r e q u e n c y  of p r o f e s s i o n a l  s e r v i c e s  it n e e d s .  T h i s  

c o u l d  be based o n  pas t  n e e d s  or f u t u r e  n e e d s  t h a t  are  r e a s o n a b l y  

c e r t a i n  to  occur. EKU a p p a r e n t l y  is very u n c e r t a i n  as t o  w h a t ,  I f  

any, legal s e r v i c e s  it w i l l  need In t h e  f u t u r e .  Therefore, the 

Commission m u s t  deny t h e  p r o p o s e d  $4 ,200  a d j u s t m e n t  t o  O u t s i d e  

S e r v i c e s .  

Response  t o  Item No. l g r  C o m m i s s i o n  R e q u e s t  dated April 19, 
1985.  
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Employee Pens ions  and Benefi ts  

EKU reported $16,660 i n  test-period Employee P e n s i o n s  a n d  

B e n e f i t s .  EKU proposed a $2,105 a n n u a l  increase i n  t h i s  expense 

d u e  to a n  i n c r e a s e  i n  p e n s i o n  costs r e s u l t i n g  from a 7 percent 

salary i n c r e a s e  a n d  a n  i n c r e a s e  i n  t h e  cost of medical i n s u r a n c e  

c o v e r a g e .  10 

The Commiss ion  r e q u e s t e d  a breakdown of t h e  proposed amount  

of p e n s i o n s  a n d  b e n e f i t s  e x p e n s e .  EKU responded by s t a t i n g  t h a t  

p e n s i o n  and b e n e f i t s  e x p e n s e  was comprised of $ 1 3 , 4 5 1  i n  medical  

i n s u r a n c e  premiums, $4,657 i n  p e n s i o n  costs  a n d  $ 6 5 7  i n  ho l iday  

g i f t s .  l1 The Commission has r e d u c e d  t h e  amount  of medical 

i n s u r a n c e  e x p e n s e  b y  $6,715 associated w i t h  non-employee directors 

to be c o n s i s t e n t  w i t h  its f i n d i n g s  concerning directors'  fees a n d  

c o m p e n s a t i o n  de t e rmined  h e r e i n .  

The $4 ,657  proposed a n n u a l  amoun t  of pens ions  e x p e n s e  was 

based on 6.25 p e r c e n t  of the proposed l e v e l  of salar ies  and wages 

of f o u r  p a r t i c i p a t i n g  employees i n c l u d i n g  t h e  g e n e r a l  manager, the 

c l e r i c a l  person, and two laborers. l2 The Commission h a s  reduced 

t h e  proposed amount  of p e n s i o n  cost by $ 1 , 1 2 4  a n n u a l l y  t o  be 

c o n s i s t e n t  w i t h  t h e  amount of wages and s a l a r i e s  d e t e r m i n e d  

r e a s o n a b l e  h e r e i n .  

lo 

11 R e s p o n s e  to  Item NO. 18 of  omm mission R e q u e s t  dated April 19,  

E x h i b i t s  N and 0 of A p p l i c a t i o n  dated December 7 ,  1984. 

1985. 
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I n  regard t o  t h e  proposed m o u n t  of $ 6 5 7  for holiday gifts, 

the Commission is of t h e  o p i n i o n  t h a t  t h i s  type of e x p e n d i t u r e  

should not be b o r n e  by t h e  r a t e p a y e r s .  Therefore, t h e  Commission 

h a s  r e d u c e d  t h e  proposed amount  of p e n s i o n s  and  b e n e f i t s  e x p e n s e  

b y  $657 a n n u a l l y .  

The aggregate e f f e c t  of t h e  C o m m i s s i o n ' s  a d j u s t m e n t s  is to 

r e d u c e  t h e  proposed amount of p e n s i o n s  a n d  b e n e f i t s  e x p e n s e  b y  

$8,517 t o  $10,248 a n n u a l l y .  T h i s  is a $6,412 r e d u c t i o n  i n  t h e  

ac tua l  t e s t - p e r i o d  amount  of p e n s i o n s  and  b e n e f i t s  e x p e n s e .  

Regulatory Commission Expense 

EKU reported $456  i n  t e s t - p e r i o d  Regulatory Commission 

Expense  and proposed a n  a d j u s t m e n t  of $ 1 , 1 6 2  based on it8 proposed 

ra te  i n c r e a s e .  l3 The Commission h a s  d e t e r m i n e d  t h e  a n n u a l  amount  

of R e g u l a t o r y  Commission E x p e n s e  based upon t h e  n o r m a l i z e d  

r e v e n u e s  d e t e r m i n e d  h e r e i n  and the c u r r e n t  a s s e s s m e n t  ra te  to be 

$ 8 9 8  and has a d j u s t e d  test-period e x p e n s e s  by $ 4 4 2  a n n u a l l y .  

Wages a n d  Sa lar ies  

EKU reported $94,197 i n  test-period Wages a n d  Salaries 

expense which  was based o n  4 , 5 9 4  p e r m a n e n t  l abor  hours, t h e  

general manager's s a l a r y ,  the c le r i ca l  p e r s o n ' s  salary, t h e  legal 

c o u n s e l ' s  s a l a ry ,  and 2,074 non-permanent  labor hours. l4 EKU 

proposed an a d j u s t e d  amount of wages and salar ies  of $98,921 based 

upon a g e n e r a l  wage i n c r e a s e  of 7 p e r c e n t ,  6,240 permanent labor 

l3 

14  Commiss ion ' s  A u d i t  Report. 

E x h i b i t s  N and 0 of A p p l i c a t i o n  dated December 7 ,  1984.  
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h o u r s ,  t h e  g e n e r a l  m a n a g e r ' s  a a l a r y ,  t h e  c l e r i ca l  p e r s o n ' s  s a l a r y ,  

a n d  2,078 non-permanent  labor h o u r s .  15 

T h e r e  are t w o  basic i s s u e s  of c o n c e r n  t o  t h e  Commission 

w i t h  regard t o  EKU's proposed amount  of Wages and  Salaries. One 

is EKU's 7 percent g e n e r a l  p a y  increase; t h e  o t h e r  is t h e  p lanned  

i n c r e a s e  i n  t o t a l  g e n e r a l  labor h o u r s .  The Commission is of t h e  

o p i n i o n  t h a t  it would  be v e r y  u n l i k e l y  for a company engaged i n  a 

c o m p e t i t i v e  i n d u s t r y  e x p e r i e n c i n g  a n n u a l  losses from o p e r a t i o n s  

e q y a l  to  2 1  p e r c e n t  of i ts  gross assets,  a n d  c u r r e n t  l i a b i l i t i e s  

4 7  t i m e s  greater t h a n  n e t  e q u i t y ,  t o  g r a n t  a general  wage a n d  

s a l a r y  i n c r e a s e .  I n  f a c t ,  it would be much more l i k e l y  t h a t  a 

company s t r u g g l i n g  u n d e r  t h e s e  circumstances would be s e e k i n g  wage 

r e d u c t i o n s .  The Commission is of t h e  o p i n i o n  t h a t ,  re la t ive  t o  

t h e  f i n a n c i a l  c o n d i t i o n  o f  EKU, a 7 p e r c e n t  wage a n d  s a l a r y  

i n c r e a s e  is i m p r u d e n t  a t  t h i s  t i m e  and  h a s  r e d u c e d  t h e  proposed 

amount of wages and sa l a r i e s  by $6,471.  

The s e c o n d  i s s u e  of c o n c e r n  to t h i s  Commission is t h e  

p l a n n e d  i n c r e a s e  in t o t a l  labor h o u r s .  A c t u a l  labor h o u r s  for t h e  

tes t  period w e r e  6 , 6 6 8 , 1 6  w h e r e a s  t h e  a d j u s t e d  amount  of labor 

h o u r s  is 8,318,  1 ,650 h o u r s  more, or n e a r l y  a 2 5  p e r c e n t  increase. 

When asked w h a t  d u t i e s  w e r e  performed w i t h  t h e  non-permanent  labor 

h o u r s ,  t h e  g e n e r a l  m a n a g e r  s t a t e d  t h a t  t h e  h o u r s  are  d e v o t e d  t o  

l5 R e s p o n s e  to  Item No. 17 of Commiss ion ' s  R e q u e s t  dated April 

l6 Commission A u d i t  Report. 

19, 1985. 
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c o n s t r u c t  i o n .  l7 Yet, when a s k e d  if EKU had a p l a n n e d  construction 

or r e n o v a t i o n  program, EKU s ta ted  t h a t  i t  had none .  l8 The 

Commission is of t h e  o p i n i o n  t h a t  t h e  a d d i t i o n  of 1 , 6 5 0  labor  

h o u r s  l acks  s u f f i c i e n t  s u p p o r t  t o  b e  i n c l u d e d  as a cost  of s e r v i c e  

f o r  r a t e - m a k i n g  p u r p o s e s .  Moreove r ,  i f  t h e  a d d i t i o n a l  h o u r s  were 

i n c l u d e d ,  t h e y  would n o t  be reflected i n  opera t ing  e x p e n s e s  

inasmuch as t h e  manage r  s t a t e d  t h a t  t h e s e  h o u r s  were for 

construction programs. T h e r e f o r e ,  t h e  Commission has r e d u c e d  the 

proposed l e v e l  of Wages and  Sa la r i e s  Expense  by $7 ,122  for t h e  

excess non-permanent  h o u r s  a t  t h e  wage r a t e  d e t e r m i n e d  p r e v i o u s l y .  

The aggregate effect  of t h e  a b o v e  t w o  a d j u s t m e n t s  is to 

r e d u c e  t h e  proposed amount of Wages and Salaries by $13,593 and to 

r e d u c e  t h e  test-period amount  of Wages and Sa la r i e s  by $8 ,868  to 

$85,329 a n n u a l l y .  

Directors' Fees 

EKU e x p e n s e d  $4,000 d u r i n g  the t e s t  period f o r  directors' 

f e e s  Each d i r e c t o r  r e c e i v e d  $1 ,000  a n n u a l l y  p l u s  m e d i c a l  

insurance coverage" €or a p p r o x i m a t e l y  16 h o u r s  of a n n u a l  e e r v i c e  

t o  t h e  u t i l i t y .  *' One director  is a lso  t h e  g e n e r a l  m a n a g e r  of 

EKU. 

l7 T r a n s c r i p t  of E v i d e n c e  ( " T . E . " ) ,  June 2 0 ,  1985, p.  32. 

18 Reepones to I t e m  No. 1 2 ,  Commission R e q u e e t  da ted  A p r i l  19, 

l9 

20 Ibid., p.  59.  

i g a s .  

T.E., J u n e  20,  1985,  pp. 53-54. 

- 
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The Commiss ion ,  after c o n s i d e r a t i o n  of EKU's f i n a n c i a l  

c o n d i t i o n  a n d  its i n a b i l i t y  t o  meet its obl iga t ions  (La they 

m a t u r e d ,  f o u n d ,  i n  Case No. 8114, t h a t  directors '  fees were n o t  

allowable for  r a t e - m a k i n g  p u r p o s e s .  The f i n a n c i a l  c o n d i 5 i o n  of 

EKU has n o t  m a t e r i a l l y  improved s i n c e  C a s e  No. 8114 a n d  t h e  Com- 

m i s s i o n  denies a l l  c o m p e n s a t i o n  associated w i t h  t h e  directors for 

r a t e - m a k i n g  p u r p o s e s  on the same basis a s  d e n i e d  i n  Case No. 8114. 

Therefore, t h e  Commission h a s  reduced test-period o p e r a t i n g  

e x p e n s e s  by $ 4 , 0 0 0  for the fee p o r t i o n  of the directors' remuner- 

a t i o n  and h a s  reduced  p e n s i o n s  a n d  b e n e f i t s  a c c o r d i n g l y .  

So rcha rge 

EKU r e q u e s t e d  a n  Order g r a n t i n g  p e r m i s s i o n  to  borrow 

$134,010 as an emergency  to pay Kentucky West w h o l e s a l e  gas 

purchases  a n d  fix a surcharge .  

I n  Case No. 8 1 1 4 ,  t h e  Commiss ion  allowed EKU a s u r c h a r g e  to 

pay past-due p u r c h a s e d  gas  costs. The Commission is of the 

opinion t h a t  t h e  n e c e s s i t y  of a s u r c h a r g e  i n  Case No. 8114  was 

created by EKU's e x c e s s i v e  l i n e  loss. Therefore,  t ho  same 

a d m o n i t i o n s  of Case No. 8114 which apply to e x c e s s i v e  l i n e  loss 

a lso  apply to  t h e  s u r c h a r g e .  The Commission views t h e  c u r r e n t  

arrearage in p u r c h a s e d  gas  cos t  a s  b e i n g  a direct  r e s u l t  of EKU'e 

e x c e s s i v e  teSt -peKiGd l i n e  loss of 22.3 p e r c e n t .  Thus, the 

Commission re i terates  its a d m o n i t i o n  in Case No. 8114 and denies 

EKU'r request for a e u r c h a r g o .  

Therefore, test-period o p e r a t i o n s  h a v e  been adjusted to 

produce the f o l l o w i n g  r e s u l t s  : 
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R e p o r t e d  A d j u s t m e n t s  Adjusted 
T e s t  Period t o  T e s t  P e r i o d  T e s t  Per iod 

Gas S e r v i c e  Revenues  $789,345 $ 64,816 $854,161 
O t h e r  O p e r a t  i n q  Revenues  8,990 -0- 8 990 
G a s  O p e k a t i n g  E x p e n s e s  889,052 (65,925) 8 2 3 , 1 2 7  
Net O p e r a t i n g  Income $<901717> $130 74 1 's 40 ,024  

REVENUE REOUIREHENTS 

EKU proposed t o  base its revenue  r e q u i r e m e n t s  o n  i t s  

proposed rates, t r a n s f e r s  t o  bond s i n k i n g  and  depreciat ion f u n d s  

of $141,537,  deprec ia t ion  e x p e n s e  of $31,201, i n t e r e s t  e x p e n s e  of 

$13,809 and  n e t  income of $11 ,126 .  21 EKU's bond o r d i n a n c e  

r e q u i r e s  m o n t h l y  paymen t s  of $2,050 into a s i n k i n g  f u n d  a n d  

r e q u i r e s  10 pe rcen t  of its r e v e n u e s  a f t e r  t h e  s i n k i n g  fund 

r e q u i r e m e n t  to  be set  aside i n t o  a depreciation fund. EKU has 

a d d i t i o n a l  d e b t  s e r v i c e  of $1,084 m o n t h l y  o n  a l o a n  to  p u r c h a s e  a 

d i t c h - w i t c h  a n d  $524 m o n t h l y  o n  a l o a n  to  p u r c h a s e  a 1983 Buick 

R i v i e r a  which  is u s e d  for t h e  commuting p u r p o s e s  of t h e  g e n e r a l  

manage r .  

I n  t h e  case of n o n - p r o f i t  c o r p o r a t i o n s  s u c h  as EKU, t h e  

Commiss ion ' s  p r i m a r y  o b l i g a t i o n  t o  t h e  c o r p o r a t i o n ' s  investors, 

above p r o v i d i n g  revenues for o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s ,  

is t o  p r o v i d e  f a i r  and  r e a s o n a b l e  r e v e n u e s  t o  allaw a d e q u a t e  

coverage for p r u d e n t l y  i n c u r r e d  debts u t i l i z e d  i n  p r o v i d i n g  

service to t h e  c o r p o r a t i o n ' s  c u s t o m e r s .  EKU's bond ordinance is 

extraordinary in t h a t  i t  requires a s i n k i n g  f u n d  and 8 e u b s t a n t i a l  

d e p r e c i a t i o n  f u n d  wh ich  is o q u a l  t o  1 0  p e r c e n t  of gross r e v e n u e s  

21 E x h i b i t  N of A p p l i c a t i o n  d a t e d  December 7 ,  1984.  
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af te r  s i n k i n g  f u n d  r e q u i r e m e n t s .  The Commiss ion  is of t h e  o p i n i o n  

that t h e  r e q u i r e m e n t  of EKU's bond o r d i n a n c e  m e e t s  t h e  i n v e s t o r s '  

needs for a d e q u a t e  d e b t  s e r v i c e  and  h a s  e l i m i n a t e d  depreciation 

exponse of $31,201,  in terest  e x p e n s e  of $13,809, a n d  n e t  income of 

$11,126 from t h e  d e t e r m i n a t i o n  of r e v e n u e  r e q u i r e m e n t s .  Purther- 

m o r e ,  t h e  Commission is of t h e  o p i n i o n  t h a t  d e b t  service o n  t h e  

1983 B u i c k  R i v i e r a  s h o u l d  n o t  be allowed for r e v e n u e  d e t e r m i n a t i o n  

since there are c u r r e n t l y  six o t h e r  v e h i c l e s  a v a i l a b l e  for  t h e  

f o u r  p o t e n t i a l  users of t h e  vehicles. 2 2  T h e r e f o r e ,  t h e  Commission 

has d e t e r m i n e d  EKU's revenue r e q u i r e m e n t s  based on the adjusted 

test-yoar operating expenses, the bond o r d i n a n c e  f o r m u l a ,  a n d  t h e  

a d d i t i o n a l  debt service o n  t h e  d i t c h - w i t c h  t r e n c h e r  as f o l l o w s :  

T o t a l  Gas O p e r a t i n g  E x p e n s e s  
( E x c l u d i n g  D e p r e c i a t i o n )  

Debt S e r v i c e  o n  D i t c h - w i t c h  
I n c r e a s e  i n  PSC A s s e s s m e n t  

D e p r e c i a t i o n  Fund R e q u i r e m e n t  
S i n k i n g  Fund R e q u i r e m e n t  
Increase i n  U n c o l l e c t i b l e s  
T o t a l  Revenue R e q u i r e m e n t s  
A d j u s t e d  Revenues  
I n t e r e s t  Income 
M i s c e l l a n e o u s  S e r v i c e  Revenues  
R e q u i r e d  I n c r e a s e  

$ 791,926 
13 ,008 

47 
$ 8 0 4 , 9 8 2  

8 9  I 476 
24 ,600 

316 
3 919,373 

<8548161> 
C 11,768> 
< 8,990> 

$ 4 4 , 4 5 4  

EKU'e p a y m e n t s  for I n t e r e s t  a n d  p r i n c i p a l  for d e b t  allowed 

fo r  r a t e - m a k i n g  purposes is a p p r o x i m a t e l y  $ 3 4 , 1 4 0  f o r  1985. The 

adjusted test-period n e t  o p e r a t i n g  income of $ 4 0 1 0 2 4  when con-  

s i d e r i n g  t h e  e l i m i n a t i o n  of d e p r e c i a t i o n  expense of $ 3 1 8 2 0 1  a n d  

t h e  i n c l u s i o n  of i n t e r e s t  income of $11,768 (available f u n d s  for 

2 2  T.E., June 2 U 8  198SI  pp. 36-37. 
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debt s e r v i c e  of $ 8 2 , 9 9 3 )  produces a 2 . 4 X  d e b t  s e r v i c e  c o v e r a g e  

r a t i o  which  w i l l  n o t  a d e q u a t e l y  m e e t  EKU's bond o r d i n a n c e  

p r o v i s i o n s .  The Commission h a s  d e t e r m i n e d  t h a t  a n  a d d i t i o n a l  

$45,089 i n  a n n u a l  revenues from gas sales a b o v e  Interim rates 

p r e v i o u s l y  granted w i l l  be n e c e s s a r y  to  meet t h e  bond o r d i n a n c e  

r e q u i r e m e n t s .  The a d d i t i o n a l  $ 4 4 8 4 5 4  a n n u a l l y  i n  gross r e v e n u e  

w i l l  p r o d u c e ,  c a l c u l a t e d  o n  t h e  sane b a s i s  as ear l ie r  h e r e i n ,  a n  

a p p r o x i m a t e  3.7X d e b t  s e r v i c e  c o v e r a g e  r a t i o  and  w i l l  al low EKU t o  

pay its o p e r a t i n g  e x p e n s e s ,  debt  s e r v i c e ,  and  f u n d  t h e  r e s e r v e s  

r e q u i r e d  in t h e  bond o r d i n a n c e .  

T y p i c a l l y ,  a 1.5X d e b t  s e r v i c e  c o v e r a g e  c a l c u l a t e d  w i t h  t h e  

e x c l u s i o n  of d e p r e c i a t i o n  expense w i l l  s a t i s f y  most bond o r d i n a n c e  

r e q u i r e m e n t s .  EKU' s bond o r d i n a n c e  describes t h e  r e q u i r e d  

d e p r e c i a t i o n  f u n d  a s  n e c e s s a r y  " t o  make good t h e  d e p r e c i a t i o n "  and 

to p r o v i d e  for t h e  r e p l a c e m e n t  of u t i l i t y  p l a n t  as  needed .  The 

p u r p o s e  of t h e  d e p r e c i a t i o n  f u n d  is to protect t h e  l o n g - r u n  

r e v e n u e  p r o d u c i n g  c a p a b i l i t i e s  of t h e  u t i l i t y  p l a n t ,  for it is 

t h e s e  r evenues  w h i c h  m u s t  ret ire t h e  o u t s t a n d i n g  debt .  

I t  is w i t h  great  concern t h a t  t h e  Commiss ion  v i e w s  t h e  

operating s t a t i s t i c s  of EKU. Most n o t a b l y ,  t h e  Commission 888s 

t h e  e x c e p t i o n a l l y  h i g h  l i n e  1068 percentage a0 j e o p a r d i z i n g  t h e  

S a f e t y ,  r e l i a b i l i t y ,  cost e f f i c i e n c y  a n d ,  therefore,  t h e  l o n g - r u n  

v i a b i l i t y  of EKU. The r e a l i t y  of s u c h  a line loss d i c t a t e 8  t h a t  

EKU m u s t  t a k e  i m m e d i a t e  m e a s u r e s  t o  r educe  t h e  u n a c c e p t a b l y  h i g h  

l i n e  loss p e r c e n t a g e .  I t  is w i t h  t h e  preceding c a v e a t  t h a t  t h e  

Commission a u t h o r i z e s  r e v e n u e s  wh ich  r e s u l t  i n  a 3.7x debt  s e r v i c e  

c o v e r a g e .  As a r e s u l t  of a l l o w i n g  a 3 . 7 X  d e b t  s e r v i c e  coverage, 
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ERU w i l l  reaLize cash f l o w  of $ 8 1 , 1 7 6  i n  excess of t h e  operat ing 

costs and d e b t  s e r v i c e  allowed h e r e i n .  The Commission has made 

numerous a d j u s t m e n t s  t o  r e d u c e  e x p e n s e s  i n  t h i s  case w h i c h  it 

feels  are i m p r u d e n t  or o t h e r w i s e  u n w a r r a n t e d  u n d e r  t h e  c i r c u m -  

s tance i n  t h i s  case. If ERU c o n t i n u e s  t o  i n c u r  c o s t s  i n  areas t h e  

Commiss ion  has d i s a l l o w e d ,  it w i l l  not have adequate funds t o  pay 

a l l  of its o p e r a t i n g  costs and  p r o v i d e  for its r e q u i r e d  r e s e r v e s .  

T h e r e f o r e ,  the Commission feels t h a t  I t  m u s t  m o n i t o r ,  on a m o n t h l y  

basis, t h e  f i n a n c i a l  c o n d i t i o n  of EKU. T h i s  w i l l  r e q u i r e  t h e  

f i l i n g  of m o n t h l y  reports,  u n t i l  f u r t h e r  n o t i c e ,  b e g i n n i n g  w i t h  

September, 1985. Each m o n t h l y  report  is d u e  w i t h i n  4 5  days of t h e  

close of each c a l e n d a r  month.  If EKU management does n o t  take 

immediate act ion  t o  remedy its excessive l i n e  loss condition, 

r e m a i n  c u r r e n t  o n  its p a y m e n t s  t o  I ts  gas s u p p l i e r s  and  improve  

EKU's o v e r a l l  f i n a n c i a l  c o n d i t i o n  t h r o u g h  i m p l e m e n t a t i o n  of cost- 

s a v i n g s  m e a s u r e s ,  t h e  Commission w i l l  c o n s i d e r  t a k i n g  a c t i o n  to 

t e r m i n a t e  t h e  opera t ing  lease now i n  force b e t w e e n  EKU a n d  F l o y d  

County .  

Excess C o l l e c t i o n s  

As shown in E x h i b i t  R of i ts  a p p l i c a t i o n ,  ERU has excess 

revenues in the amount of $8,632 t h a t  should be r e t u r n e d  to its 

c u s t o m e r s .  The o v e r c o l l e c t i o n  is t h e  r e s u l t  of a m i s a p p l i c a t i o n  

of rates c h a r g e d  In J u l y  and A u g u s t ,  1984.  

FINDINGS AND ORDERS 

The Commiss ion ,  a f t e r  examining t h e  e v i d e n c e  of record and 

being a d v i e e d ,  is of t h e  o p i n i o n  and  f i n d s  t h a t :  
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1. The rates and charges proposea by EKU should be denied 

upon application of KRS 278.030. 

2. The rates and charges in Appendix A will produce gas 

service revenues of approximately $898,615 annually and are fair, 

just and reasonable rates in that they will produce revenues 

sufficient, when considering additional revenues, to permit EKU to 

pay its operating expenses, service its debt and provide a 

reasonable surplus . 
3. The delinquent purchased gas costs are a direct result 

of EKU's excessive line loss and the surcharge to pay the 

delinquency should be denied. 

4. The bond issuance of Floyd County is outside the realm 

of this Commission's jurisdiction and is not subject to the rules 

and regulations thereof. 

5. EKU overcollected $8,632 during the period from July to 

September, 1984, that should be returned to its customers. 

6. The amounts held in escrow pending the Commission's 

final determination in this case should be released to EKU for 

lawful objects within corporate purposes  of its utility 

operations. 

7. EKU should file monthly tinancial report8 beginning 

with September 1985 within 45 days of the close of each calendar 

month until further notice by the Commission 

IT IS THEREFORE ORDERED that EKU's proposed rates as set 

forth in its application be and they hereby are denied. 
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I T  IS FURTHER ORDERED t h a t  t h e  rates a n d  c h a r g e s  I n  

Appendix  A are f a i r ,  j u s t  a n d  r e a s o n a b l e  for gas service r e n d e r e d  

o n  a n d  a f t e r  t h e  da te  of t h i s  Order.  

I T  IS FURTHER ORDERED t h a t  t h e  r e q u e s t  to  borrow $134,010 

as an e m e r g e n c y  to  pay d e l i n q u e n t  p u r c h a s e d  gas costs a n d  f i x  a 

s u r c h a r g e  to pay same is h e r e b y  d e n i e d .  

I T  IS FURTHER ORDERED that t h e  a m o u n t s  the Commission 

ordered held i n  escrow are to be released to EKU for i ts  l a w f u l  

u t i l i t y  o p e r a t i o n s  a n d  EKU s h a l l  cease m a k i n g  deposits i n t o  the 

escrow a c c o u n t .  

I T  IS FURTHER ORDERED t h a t  w i t h i n  30 days of t h e  da te  of 

t h i s  Order  EKU s h a l l  f i l e  w i t h  t h i s  Commission a p l a n  to r e f u n d  

i t s over co 1 le c t i o n s .  

I T  IS FURTHER ORDERED t h a t  EKU s h a l l  f i l e  m o n t h l y  f i n a n c i a l .  

reports ,  b e g i n n i n g  with September 1985 w i t h i n  4 5  days of the close 

of each c a l e n d a r  month u n t i l  f u r t h e r  n o t i c e  by t h e  Commission.  

I T  IS FURTHER ORDERED t h a t  w i t h i n  30 days of t h e  da te  of 

t h i s  Order EKU s h a l l  f i l e  w i t h  t h i s  Commission i t 8  revised t a r i f f s  

setting out t h e  ra tes  a u t h o r i z e d  h e r e i n .  
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Done a t  F r a n k f o r t ,  K e n t u c k y ,  this %k3S-&- , 1985. 
PUBLIC SERVICE COHHXSSION 

ATTEST: 

Secte tary 



I 
APPENDIX A 

i 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 9236 DATED 9/30/85 

The f o l l o w i n g  ra tes  and  c h a r g e s  a re  prescribed for t h e  

c u s t o m e r s  s e r v e d  by E a s t  Kentucky U t i l i t i e s ,  I n c .  A l l  o t h e r  rates 

and c h a r q e s  n o t  s p e c i f i c a l l y  m e n t i o n e d  h e r e i n  shall r e m a i n  the 

same as t h o s e  i n  e f f e c t  u n d e r  a u t h o r i t y  of this Commission prior 

t o  t h e  e f f e c t i v e  d a t e  of t h i s  Order. 

The following ra tes  and c h a r q e s  have  incorporated all c h a n q e s  

through C a s e  Number 9236-A. 

RATES: Month ly  

First 1 Hcf 
Over 1 Mcf 

- 
$8.9558 Per U c f  
$5.9158 Per Wcf 

Minimum B i l l s  $ 7 . 5 0  f o r  l e a s  t h a n  1 M c f .  

The base ra te  for t h e  f u t u r e  a p p l i c a t i o n  of the p u r c h a s e d  gas 
a d j u s t m e n t  c l a u s e  of East Kentucky U t i l i t i e s ,  Inc., s h a l l  bet  

Commodity 

Kentucky West V i r i g i n a  Gas Company $3.61 77/Dth* 

S o u t h e a s t e r n  Gas Company s3* 50/Hcf 

* I n c l u d e s  $0.0125 per Dth - Gas Research I n s t i t u t e  F u n d i n g  Charge 

. I  d .. 


